












+3 )!43534!33! 33 4!!3%6

*37!( 1 8,!!985457!































The B.E. Journal of Economic
Analysis & Policy
Contributions
Volume 11, Issue 1 2011 Article 55
Product Market Competition and Investments
in Cooperative R&D
Jeroen Hinloopen⇤ Jan Vandekerckhove†
⇤University of Amsterdam, j.hinloopen@uva.nl
†Maastricht University, j.vandekerckhove@maastrichtuniversity.nl
Recommended Citation
Jeroen Hinloopen and Jan Vandekerckhove (2011) “Product Market Competition and Investments
in Cooperative R&D,” The B.E. Journal of Economic Analysis & Policy: Vol. 11: Iss. 1 (Contri-
butions), Article 55.
Brought to you by | Universiteit van Amsterdam - UVA Universiteitsbibliotheek SZ
Authenticated | 145.18.109.254
Download Date | 11/22/12 10:21 AM
Product Market Competition and Investments
in Cooperative R&D⇤
Jeroen Hinloopen and Jan Vandekerckhove
Abstract
Building on the framework developed by Qiu (1997) we investigate the influence of product
market competition on incentives to invest in cooperative R&D. For that we disentangle the three
components that make up the combined-profits externality. The strategic component is always
negative and the size component is always positive. The spillover component is negative (positive)
with Bertrand (Cournot) competition. Cournot competition thus yields more cooperative R&D,
which could drive the Cournot-Nash price below the Bertrand-Nash price. Our decomposition
also explains why, under Cournot competition, cooperative R&D exceeds non-cooperative R&D
only if spillovers are “high enough.”
KEYWORDS: Bertrand competition, Cournot competition, cooperative R&D, efficiency
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